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Mr. John V. Guthrie 
Director of Finance 
Santa Clara County 
70 West Hedding Street, 2nd Floor 
San Jose, CA  95110 
 
Dear Mr. Guthrie: 
 
The State Controller’s Office (SCO) has completed an audit of the claims filed by Santa Clara 
County for costs of the legislatively mandated Open Meetings Act Program (Chapter 641, 
Statutes of 1986) for the period of July 1, 1998, through June 30, 2001. 
 
The county claimed $4,861,115 ($4,862,115 in costs less a $1,000 penalty for filing late) for the 
mandated program.  Our audit disclosed that $207,198 is allowable and $4,653,917 is 
unallowable.  The unallowable costs occurred primarily because the county claimed costs that 
are outside the scope of the mandate.  In addition, the county overstated direct and indirect costs 
claimed.  The county was paid $2,336,036.  The amount paid in excess of allowable costs 
claimed, totaling $2,128,838, should be returned to the State. 
 
The SCO has established an informal audit review process to resolve a dispute of facts.  The 
auditee should submit, in writing, a request for a review and all information pertinent to the 
disputed issues within 60 days after receiving the final report.  The request and supporting 
documentation should be submitted to:  Richard J. Chivaro, Chief Counsel, State Controller’s 
Office, Post Office Box 942850, Sacramento, CA 94250-0001. 
 
If you have any questions, please contact Jim L. Spano, Chief, Compliance Audits Bureau, at 
(916) 323-5849. 
 
Sincerely, 
 
Original Signed By: 
 
VINCENT P. BROWN 
Chief Operating Officer 
 
cc:  (See page 2) 



 
Mr. John V. Guthrie -2- February 26, 2004 
 
 

 

VPB:ams/jj 
 
cc: Dave Elledge 
  Controller-Treasurer 
  Santa Clara County 
 Calvin Smith, Program Budget Manager 
  Corrections and General Government 
  Department of Finance 
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Santa Clara County Open Meetings Act Program 

Audit Report 
 

Summary The State Controller’s Office (SCO) has completed an audit of the claims 
filed by Santa Clara County for costs of the legislatively mandated Open 
Meetings Act Program (Chapter 641, Statutes of 1986) for the period of 
July 1, 1998, through June 30, 2001. The last day of fieldwork was 
October 6, 2003. 
 
The county claimed $4,861,115 ($4,862,115 in costs less a $1,000 
penalty for filing late) for the mandated program. The audit disclosed 
that $207,198 is allowable and $4,653,917 is unallowable. The 
unallowable costs occurred primarily because the county claimed costs 
that are outside the scope of the mandate. In addition, the county 
overstated direct and indirect costs claimed. The county was paid 
$2,336,036. The amount paid in excess of allowable costs claimed, 
totaling $2,128,838, should be returned to the State.  
 
 

Background Chapter 641, Statutes of 1986, added Section 54954.2 to the Government 
Code to require that the legislative body of the local agency, or its 
designee, post an agenda containing a brief general description of each 
item of business to be transacted or discussed at the regular meeting, 
subject to exceptions stated therein, specifying the time and location of 
the regular meeting and requiring that the agenda be posted at least 72 
hours before the meeting in a location freely accessible to the public.  
 
Chapter 641, Statutes of 1986, added Section 54954.3 to the Government 
Code to provide an opportunity for members of the public to address the 
legislative body on specific agenda items or any item of interest that is 
within the subject matter jurisdiction of the legislative body. This section 
requires that this opportunity for comment be stated on the posted 
agenda.  
 
Parameters and Guidelines, adopted by the Commission on State 
Mandates, establishes the state mandate and defines criteria for 
reimbursement. In compliance with Government Code Section 17558, 
the SCO issues claiming instructions for each mandate requiring state 
reimbursement to assist cities, counties, a city and county, and special 
districts in claiming reimbursable costs. 
 
 

Objective, 
Scope, and 
Methodology 

The audit objective was to determine whether costs claimed are increased 
costs incurred as a result of the legislatively mandated Open Meetings 
Act Program (Chapter 641, Statutes of 1986) for the period of July 1, 
1998, through June 30, 2001. 
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The auditor performed the following procedures: 

• Reviewed the costs claimed to determine if they were increased 
costs resulting from the mandated program; 

• Traced the costs claimed to the supporting documentation to 
determine whether the costs were properly supported; 

• Confirmed that the costs claimed were not funded by another 
source; and 

• Reviewed the costs claimed to determine that the costs were not 
unreasonable and/or excessive. 

 
The SCO conducted the audit in accordance with Government Auditing 
Standards, issued by the Comptroller General of the United States. The 
SCO did not audit the county’s financial statements. The scope was 
limited to planning and performing audit procedures necessary to obtain 
reasonable assurance concerning the allowability of expenditures claimed 
for reimbursement. Accordingly, transactions were examined, on a test 
basis, to determine whether the amounts claimed for reimbursement were 
supported. 
 
Review of the county’s management controls was limited to gaining an 
understanding of the transaction flow and claim preparation process as 
necessary to develop appropriate auditing procedures. 
 
 

Conclusion The audit disclosed instances of noncompliance with the requirements 
outlined above. These instances are described in the accompanying 
Summary of Program Costs (Schedule 1) and in the Findings and 
Recommendations section of this report. 
 
For fiscal year (FY) 1998-99, the county was paid $549,914 by the State. 
The audit disclosed that none of the costs is allowable. The amount paid 
in excess of allowable costs claimed, totaling $549,914, should be 
returned to the State. 
 
For FY 1999-2000, the county was paid $1,236,122 by the State. The 
audit disclosed that $44,214 is allowable. The amount paid in excess of 
allowable costs claimed, totaling $1,191,908, should be returned to the 
State. 
 
For FY 2000-01, the county was paid $550,000 by the State. The audit 
disclosed that $162,984 is allowable. The amount paid in excess of 
allowable costs claimed, totaling $387,016, should be returned to the 
State. 
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Views of 
Responsible 
Official 

The SCO issued a draft audit report on August 29, 2003. David E. Kahn, 
Deputy County Counsel, responded by the attached letter dated 
January 10, 2004, disagreeing with the audit results. The county’s 
response is included in this final audit report. The county’s response 
includes a legal brief addressed to the Superior Court of California, 
County of Santa Clara. However, Mr. Kahn stated the legal brief has not 
been officially filed with the court. 
 
 

Restricted Use This report is solely for the information and use of Santa Clara County, 
the California Department of Finance, and the SCO; it is not intended to 
be and should not be used by anyone other than these specified parties. 
This restriction is not intended to limit distribution of this report, which 
is a matter of public record. 
 
 
 
Original Signed By: 
 
JEFFREY V. BROWNFIELD 
Chief, Division of Audits 
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Schedule 1— 
Summary of Program Costs 

July 1, 1998, through June 30, 2001 
 
 

Cost Elements  
Actual Costs 

Claimed 
Allowable 
per Audit  

Audit 
Adjustments Reference 1

July 1, 1998, through June 30, 1999         

Salaries  $ 73,246  $ —  $ (73,246)  Finding 1 
Benefits   11,525   —   (11,525)  Finding 1 
Services and supplies   397,987   —   (397,987)  Finding 1 

Subtotals   482,758   —   (482,758)   
Indirect costs   68,156   —   (68,156)  Finding 1 

Subtotals   550,914   —   (550,914)   
Less late filing penalty   (1,000)   —   (1,000)   

Total costs  $ 549,914   —  $ (549,914)   
Less amount paid by the State     (549,914)     

Allowable costs claimed in excess of (less than) amount paid  $ (549,914)     

July 1, 1999, through June 30, 2000         

Salaries  $ 92,408  $ 20,523  $ (71,885)  Finding 1 
Benefits   12,717   6,939   (5,778)  Finding 1 
Services and supplies   1,050,681   —   (1,050,681)  Finding 1 

Subtotals   1,155,806   27,462   (1,128,344)   
Indirect costs   80,316   16,752   (63,564)  Findings 1, 3

Total costs  $ 1,236,122   44,214  $(1,191,908)   
Less amount paid by the State     (1,236,122)     

Allowable costs claimed in excess of (less than) amount paid  $(1,191,908)     

July 1, 2000, through June 30, 2001         

Salaries  $ 120,657  $ 97,397  $ (23,260)  Finding 2 
Benefits   718   718   —   
Services and supplies   2,951,918   63,083   (2,888,835)  Finding 1 

Subtotals   3,073,293   161,198   (2,912,095)   
Indirect costs   1,786   1,786   —   

Total costs  $ 3,075,079   162,984  $(2,912,095)   
Less amount paid by the State     (550,000)     

Allowable costs claimed in excess of (less than) amount paid  $ (387,016)     
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Schedule 1 (continued) 
 
 

Cost Elements  
Actual Costs 

Claimed 
Allowable 
per Audit  

Audit 
Adjustments Reference 1

Summary:  July 1, 1998, through June 30, 2001        

Salaries  $ 286,311  $ 117,920  $ (168,391)  Findings 1, 2
Benefits   24,960   7,657   (17,303)  Finding 1 
Services and supplies   4,400,586   63,083   (4,337,503)  Finding 1 

Subtotals   4,711,857   188,660   (4,523,197)   
Indirect costs   150,258   18,538   (131,720)  Findings 1, 3

Subtotals   4,862,115   207,198   (4,654,917)   
Less late filing penalty   (1,000)   —   1,000   

Total costs  $ 4,861,115   207,198  $(4,653,917)   
Less amount paid by the State     (2,336,036)     

Allowable costs claimed in excess of (less than) amount paid  $(2,128,838)     
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
__________________________ 
1 See the Findings and Recommendations section. 
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Findings and Recommendations 
 

The county claimed $4,627,428 in unallowable costs for the period of 
July 1, 1998, through June 30, 2001, consisting of salaries, benefits, 
services and supplies, and related indirect costs. The county incurred 
these costs for a software agenda preparation project. However, the 
software agenda preparation project is outside the scope of the Open 
Meetings Act mandate program. The following costs are unallowable: 

FINDING 1— 
Unallowable agenda 
preparation project 
costs 

 
 Fiscal Years  
 1998-99 1999-2000  2000-01 Totals 

Salaries $ 73,246 $ 71,885  $ — $ 145,131
Benefits  11,525  5,778   —  17,303
Services and supplies  397,987  1,050,681   2,888,835  4,337,503
Indirect costs  68,156  59,335   —  127,491

Totals $ 550,914 $ 1,187,679  $ 2,888,835 $ 4,627,428
 
The above costs were incurred for the development of agenda 
preparation and tracking software that the county commonly refers to as 
“Keyboard.” Costs for Keyboard represent system development costs 
and are not limited to time involved in the actual preparation and posting 
of meeting agendas.  Thus, Keyboard costs are outside the scope of the 
mandate because they do not represent increased costs that the county 
was required to incur. 
 
Parameters and Guidelines, issued by the Commission on State 
Mandates for the Open Meetings Act program, as amended on November 
30, 2000, defines the scope of the mandate. The mandate scope states 
that local agencies shall be reimbursed for the increased costs which they 
are required to incur to prepare and post a single agenda that briefly 
describes each business item to be discussed or transacted at any one 
regular meeting and cites the meeting time and location. 
 
Recommendation 
 
The county should ensure that all costs claimed under the Open Meetings 
Act program are within the scope of the program’s Parameters and 
Guidelines. 
 
County’s Response 
 
The county believes that Parameters and Guidelines authorizes the 
county to claim implementation costs associated with the mandate 
program, including fixed assets, software, and technical services. The 
county states that the development and implementation of agenda 
processing software reduces the cost of implementing the Open Meetings 
Act program by reducing the amount of staff time required to produce 
agendas. The county also believes that costs unique to a county are 
reimbursable if the costs are reasonable based on the county’s size. 
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SCO’s Comment 
 
The finding and recommendation remain unchanged. Costs related to the 
acquisition and development of Keyboard agenda preparation software 
are not costs the county was required to incur under the mandated Open 
Meetings Act Program. 
 
Parameters and Guidelines states that the scope of the mandate is limited 
to “. . . the increased costs [the county is] required to incur to prepare and 
post, at a site accessible to the public and at least 72 hours before the 
meeting, a single agenda containing a brief general description of each 
item of business to be transacted or discussed at any one regular meeting, 
and citing the time and location of the regular meeting.” 
 
Parameters and Guidelines contains no language to support 
reimbursement for the development of agenda preparation software.  The 
development of software such as Keyboard is not required or necessary 
to comply with the mandated program. Rather, the cost of the software 
development is a voluntary expense opted for by the county. 
 
Although each county may have specific needs or particular challenges 
in complying with the mandate, the requirements under the mandated 
program are the same for all. As a result, counties of similar size should 
have similar claimed costs. However, statewide claims submitted during 
the audit period show that Santa Clara County’s claimed costs far exceed 
claimed costs for any other county; therefore, Santa Clara County’s size 
does not justify its claimed costs. 
 
 
In FY 2000-01, the county claimed $23,260 in overstated salaries, 
benefits, and related indirect costs for preparing and posting meeting 
agendas. The unallowable costs resulted from an overstated number of 
agenda items claimed and an overstated blended productive hourly rate. 

FINDING 2— 
Overstated salaries, 
benefits, and related 
indirect costs 

 
The county claimed Board of Supervisors’ Open Meetings Act costs 
using the standard time reimbursement option allowed in the Parameters 
and Guidelines. Under the standard time reimbursement option, 
reimbursement is calculated by multiplying the number of allowable 
agenda items by 30 minutes for each item and then by a blended 
productive hourly rate of the involved employees. 
 
For FY 2000-01, the county claimed 2,284 agenda items for Board of 
Supervisors meetings, using a blended productive hourly rate of $103.24. 
Agendas for Board of Supervisors meetings supported only 2,240 agenda 
items. The unallowable agenda items resulted from duplicate, 
unsupported, or unreimbursable agenda items claimed. 
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In addition, the county incorrectly calculated a blended productive 
hourly rate of $103.24. The audited blended productive hourly rate is 
$84.50. The blended productive hourly rate was adjusted for the 
following reasons: 
 
• The county used a countywide base of 1,571 annual productive hours 

to calculate costs claimed for the standard time reimbursement 
option. The countywide annual productive hours included 
unallowable deductions from productive time for training and 
authorized breaks. The SCO excluded these deductions and revised 
the annual productive time to 1,722 hours. 

• The county overstated the average loaded productive hourly rate for 
the two groups of employees included in the blended productive 
hourly rate calculation. The loaded productive hourly rate includes 
employee salary, benefit, and indirect costs. The county reported 
average loaded productive hourly rates of $89.92 and $140.34 for the 
Department Persons and Agenda Review groups of employees, 
respectively. The county was unable to provide documentation 
supporting the average loaded productive hourly rates claimed. 
Based on payroll records for each of the individual employees 
included in these groups, the average loaded productive hourly rates 
were instead calculated to be $73.76 and $97.42, respectively. 

• The indirect cost rate used to calculate loaded productive hourly 
rates for the Clerk to the Board positions was overstated. The county 
reported an indirect cost rate of 88.5%; the adjusted indirect cost rate 
is 68% (refer to Finding 3).  

 
A summary of the audit adjustment for the Board of Supervisors Open 
Meetings Act costs under the standard time reimbursement option is as 
follows: 
 

  Fiscal Year 2000-01 
  Claimed  Allowed  Adjustment

Agenda items   2,284   2,240   (44)
Hours per item   0.5   0.5   0.5 

Agenda time   1,142   1,120   (22)
Blended productive hourly rate  $ 103.24  $ 84.50   

Totals  $ 117,900  $ 94,640  $ (23,260)
 
Parameters and Guidelines, Section VI, states that reimbursement under 
the standard time reimbursement option will be calculated based on the 
number of allowable meeting agenda items. Section VII states that the 
number of meeting agenda items will be supported by copies of agendas.  
 
In addition, Parameters and Guidelines requires that all costs claimed be 
traceable to source documents and/or worksheets that show evidence of 
and the validity of such costs. Entities electing reimbursement under the 
standard time reimbursement option must maintain documentation 
showing the calculation of the blended productive hourly rate. 
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Finally, Parameters and Guidelines states that compensation for indirect 
costs is eligible for reimbursement using the procedures provided in 
Office of Management and Budget (OMB) Circular A-87. 
 
Recommendation 
 
The county should ensure that productive hourly rates are calculated 
using a consistent annual productive hours base that is traceable to 
source documents. In addition, blended productive hourly rates should be 
traceable to source documents and/or worksheets that validate such rates. 
Finally, indirect cost rates claimed should comply with procedures 
provided in OMB Circular A-87. 
 
County’s Response 
 
On October 6, 2003, the county provided additional evidence to support 
the 2,284 agenda items claimed. In addition, the county believes that the 
SCO’s claiming instructions allow the county to use a countywide base 
for productive hours in computing productive hourly rates used to claim 
employee costs. The county did not respond to discrepancies noted in the 
average loaded productive hourly rates for the Department Persons and 
Agenda Review groups of employees. 
 
SCO’s Comment 
 
Based on additional documentation submitted, the number of allowable 
agenda items was revised to 2,240 in the final audit report. The SCO also 
adjusted annual productive hours used in calculating the blended 
productive hourly rate from 1,800 hours to 1,722 hours. The remainder 
of the finding and recommendation is unchanged. 
 
In calculating countywide productive hours, the county included 
unallowable deductions for training and authorized break time. The 
county deducted training time based on training hours required by 
employees’ bargaining unit agreements and/or continuing education 
requirements for licensure/certification rather than actual training hours 
attended. In addition, the county deducted authorized break time rather 
than actual break time taken. The county did not adjust for training time 
and break time directly charged to program activities during the audit 
period; therefore, the county cannot exclude those hours from productive 
hours. 
 
 
The county overstated its indirect cost rates for the Clerk of the Board 
Department for FY 1999-2000 and FY 2000-01. For FY 1999-2000, the 
county claimed $4,229 in overstated indirect costs. For FY 2000-01, the 
overstated indirect cost rate affected only the blended productive hourly 
rate calculated for the standard time reimbursement option (see 
Finding 2). For FY 2000-01, the county did not claim any costs for the 
Clerk of the Board Department using the actual time reimbursement 
option. 

FINDING 3— 
Overstated indirect 
cost rates 
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The county overstated its indirect cost rates because it did not properly 
report offsetting revenues. In addition, the county was not able to 
identify whether offsetting revenues were applicable to direct or indirect 
costs. 
 
For both FY 1999-2000 and FY 2000-01, the county’s revenue and 
expenditure ledger for Fund 106, Clerk of the Board Department, shows 
revenues under the following line items: duplicating fees, miscellaneous 
income, other charges, and expenditure reimbursements. The county’s 
indirect cost rate proposals (ICRP) for both fiscal years identified 
Expenditure Reimbursements as a reduction to allowable departmental 
direct costs; however, the county was unable to provide documentation 
showing that this line item was properly allocable to departmental direct 
costs. Also, the county did not include the remaining three revenue line 
items in the ICRP for both fiscal years and was unable to show that the 
three remaining revenue line items were allocable to departmental direct 
costs. As a result, all revenue line items identified in the county’s 
revenue and expenditure ledger were deducted from allowable 
departmental indirect costs shown in the ICRP for both fiscal years. 
 
A summary of the audit adjustment to claimed indirect costs is as 
follows: 
 

  Fiscal Years  
  1999-2000 2000-01 

Claimed indirect cost rate   76.4%   88.5%  
Allowable indirect cost rate   61.0%   68.0%  

Variance    (15.4)%   (20.5)%  
Allowable salary and benefit costs  $ 27,462  $ — 1

Totals  $ (4,229)  $ —  
______________________________ 
1 As described above, the county did not claim any costs for the Clerk of the Board 

Department using the actual time reimbursement option in FY 2000-01.  
 
Parameters and Guidelines states that compensation for indirect costs is 
eligible for reimbursement using the procedures provided in OMB 
Circular A-87. OMB Circular A-87, Attachment A, states that allowable 
costs must be net of all applicable credits. 
 
Recommendation 
 
The county should ensure that allowable indirect costs included in ICRP 
proposals are net of all applicable credits. The county should maintain 
sufficient evidence to allocate applicable credits to related direct or 
indirect costs. 
 
County’s Response 
 
The county did not provide any written response or additional 
documentation for this audit finding. 

 

 Steve Westly • California State Controller     10 



Santa Clara County Open Meetings Act Program 

Attachment— 
County’s Response to Draft Audit Report 
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